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Carter Hawley Hale Stores, Inc. 
Consolidated Statement of Earnings 
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(In tfiotiiandi, etc«pr J>er sruirc dam) 

• • ? • 

Sales 1 

. ..... 

Costs and expenses 

‘ Cost of fjbds sold, Including occupancy 

t . • • 

and buying costs « 

Selling, general, and administrative exptns 
Interest expense and discount, net A 


es 


Earnings from continuing operations before 
nonoperating items and income traces 

Nonoperating items ..' . 

Loss on sale of John Wanamaker 
Lass on sale of Holt Renfrew \ 

Costs relating to restructuring program ^ 
Costs relating to unsolicited tender offer 




Earnings from continuing operations before income 
. taxes " : • 

Income taxes 

• •• • ••• ••••• 

* * § . • » 

• • • • 

Earnings from continuing operations 
Discontinued operations, net of income taxes 
of $28,800 

/• . ^ 

Net earnings before extraordinary item and cumula¬ 
tive effect of change,in accounting 
Extraordinary item—costs relating to early retire¬ 
ment of long-term debt, net of income tax benefit 

’ of $28,804 0 

Cumulative effect of change in accounting, net of 
income tax benefit of $15,505 

Net earnings 

Primary earnings per common share v 
Continuing operations 
Discontinued operations 


1986 
52 Weeks 

$4,089,794 


2,898,213 

932,361 

1 19,005 

3,949,579 


• - »• < 

140,215, 


( 2 , 200 ) 


.: 


•\.o. 


(25,000) 


(27,200) 

• 0 • 

• • \ 4 
• ■ • • • 

113,015 

65,400 

47,615 


47,615 


(29,253) 

(1 4,148) 

4,214 


.87 


; -C] 

1985 
52 Weeks 

• . • 

$3,977,913 


2,850,599 

923,504 

131,235 

3,905,338 


72,575 


• i** > \. 

t •• i ** 


(2,450) 


(2,450) 


70,125 

22,100 

48,025 




48,025 


tv 


48.025 


‘.92 


\ > 


• Fully diluted earning* per common share are not jhoum oj the effeef of the calculation i* anti-dilutive. 


1984 

53 Weeks 


$3,724,294 


2,702,055 
862,272^ 

117,237 H 

C681.564 


-Vi 


42,730 




(7,100 ) 

(7,100) 


v 35,630 
, : 8,500 

* 27,130 

• • • 

' ' * *\ ' 
• • • ' • 4 9 ( . • 

* « I • • 

62,540 


V 


89,670 


?$ ° 89,670 


2.75 


Extraordinary item 

Cumulative effect of change in accounting P 

■ • 

(1-44) 

(.70) 

* - * 

• • • • • % • 

• 

. • \ \ ' • '* . O 


(1.27) 

$_ 

.92 

Fully diluted earnings per common share ' } , / 

Continuing operations ffSA--' 

Discontinued operations 

$ 


! % i * 

$ 

t 


L 

• 

L_ 

• 9 

* 


,2,75 



.83 

1.89 

2.72 


% 

See accompanying Summary of Significant Accounting Policies and Financial Review. 
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Car ter Hawley Hale Stores, Inc 
Consolidated Balance Sheet' 


February ], 

vl 986 


January 31, 
1987 


(In ihouwndjJ ,.,v- 

* * - * * * • • %• 
•**»••** . k • •" 

Current assets 

. •;^asH ^■;*<<:•'< .^.".'7; 

o... Accounts receivable, net ?•« 

* - ’ * * • * - * ^ • • 

. Merchandise inventories ., 

« . ,i • • • 

Receivable on sale of Holt Renfrew 
i Other current assets ° 


$ 18,147 
292,785 
776,831 
29,682 
41,416 

1,158,861 


$ 18,395 
463,963 
755,971 


\> 40,057 
1,278,386 


855,494 
• '142,916 
77,496 

$2,234,767 


799,515 
45,068 
y -38,907 

$2,161,876 


Property and equipment net 

Investment in finance subsidiaries 
Other assets ' ;* 


Current liabilities ;; : ; •' ;•} ^ 7; 

■. -= Notes payable and current installments 

; Accounts payable 
^Accrued liabilities^ - 

Dividends payable ' vl;/- <} }7< 

Current Income taxes' 7 }.: ^ 
v ^Deferred income taxes •. 


Liabilities = 

• ' *». « 

and 7«■ ■ - 

Shareholders 


$ . 84,707 
•< 344,036 
158,967 
< 6,145 

: ; - 8355 

<<114,399 


$ 83,619 
< 293,321 
' 172,217 
-<<6,283 

. • • • ■!•••• • I 

SIM 

<121,3!^ 

684,357 


551,613 

145,940 

<57,857 

103,394 


] f ong*term debt c ; : }.<■;' <<< ; 7•< ; <;• 

Capital lease obligations • . } ; . ? . < i ' 

Other liabilities ry : 

Long-term de/erred income taxes• • . , . 

• 0 % • m • •• • ■ m •• ••• • »• • • * , * • • • f - • • • *i 

• • •• • : • “ %• . • . • • . • . • 4 : • . . . s • 

Redeemable preferred stock, $5 par value, stated at redemption 
* value o/$300 per share 
Common stock, $5 par value - 
Otherf^tidancapital };} < 7. 

Accumulated earnings u. 


100,213 V ’ • 97,797: 

162,435 V<M49,957H 

61,559 - 111,600 < 

$2,161,876 $2,234,767 


See (uxompanyin* Summary of Significant Accounting Policiei and Financial Review, 












Carter Hawley Hale Stores; Inc, > 

Consolidated Stat^nient of Changes in Financial Position 

' . • . Vv<x V •• -c; •; - 


(In thouMrufe). : ... 

*‘i ■ | * / * * : • • ’ ^ ’ . • V * . • . ;* 

k* » « •• • v ~ . *• - • • ** • . i I • ..KmJ . - * * " • \ • • . 

•: • .. ^ .• . :V* - . •-* 

Cash from coritinumif operations 

• • * k • • * •• • * ••• ■ * * ^ ^ • mm mm f 

■Earnings from continuing operations 
Depreciation and amortization - . 

*. • . • * » *» t .«• • •* • » '* w w* •%•*. •• • • • . • * • 

. : Deferred income taxes ; : - v 

Losses, net of income taxes, on sale of John 
Wahamaker in 1986 and Holt Renfrew 

•:;:;;ini985 

: - Cash from continuing operations 


JM7.615 

75,972 

28,852 


$ 48,025 
75,017 
23,494 


$ 27,130 
>.72,278 
<7> 345 


6,700 

159,139 


2,519 

149,055 


99,753 


c debt, net of items not requiring cash outlay 

' •••#•• •• • to* *t« • • • •• • • S« • % • • • ^*1 

Cash from discontinued operations, including 
depreciation and deferred income taxes 
Cash proceeds from sale ofWaldenbooks, net of 
■ income taxes of $29,850 S : • -V ; 


(23,173) 


265,150 

369,557 


135,966 


149,055 


Financing V : ^ ^V;-i : 

•‘ Net increase (decrease) in notes payable 
Issuances of long-term debt : A ‘‘^vV% 
Issuance of redeemable preferred stock 
Issuances of common stock 

• • • s • • • # • • • •••••' 

m »* • m » *• i,f M | • , *•*" "**••* • ; , f •••• • ,' ^ ■ • t l* m 9 0 * 

Retirement of common stock : : 


529,000 


14,894 


J: Early retirement of long-term debt 

Other reductions in long-term debt and capital 

' : • lease obligations 

•’ • .• t , • • 1 % - • •% : . • .* • ( # 

.^Net cash provided (used) by financing -■ 

* 1 *• » ’’ "Vl"' • • \\ # ' *• t r ' * • . *' • . 

Capital investments >•' 


( 120 , 121 ) 

23,773 


(25,681) 

195,292 


(107,121) 
- 6,885 
80,243 


(127,384) 

20,442 


Properties sold 


53,584 


13,542 


years earnings 


u paid-in capital > 

V* * i T ' '. v * /. . . ; * . •“ ■ . . •• ■' ■ 

Net cash provided (used) by capital investments 

• • • » • • • # ••• At 

• ;• * ' ,> • • . t * • • n * ••••■• 4 • • • • * • • . 

) * • • m •• •• ‘ • • • • . * * • . * . . 

Dividend payments >. ‘ 

* » t. . • / • • • # ;•*;*• * . - . »t t . ( 

• "* . • *. *.**.*. * ; * • • * *. • ‘ % 

Other cash sources (uses) ' • ^ 

Accounts receivable, net 0 

..t . • • / r . / * / 

. • • a m • •• / • . . • • • J . 0 • ' • 

Merchandise inventories 

• • • • • • • • t t • ( 0 

. Receivable on sale of Holt Renfrew 


44,264 

77,855 

(54,255) 


(171,178) 

20,860 

29,682 

(37,327) 


(167,261) 

(59,531) 

(29,682) 

83,137 

(10,677) 

(5,281) 

(189,295) 

$ (4,580) 


30,783 

(137,356) 


44,515 


Prepaid pension contributions 
Other, net •' 

* • .. • * .i* . • * *.» • * • . • . • ••• 

‘ * • * * • ♦ . 

Net other cash uses 

• < % 

# .* * • f * . ' “• • * . 

Cash increase (decrease) 













Carter Hawley H ale Stores, Inc. i 

Consolidated Statement cf Nonredeemable Preferred Stock, 
Common Stock, and Other Shareholders’ Emiitv # 


Shares Issued 


Par Value 

— • 

% ", • ’ • ". - 

: t . . Other 

paid-in 

common . - capital 

• * «0 

$ 3,548 $176,703 $ 263,796 $ 339,486 

':--;''.l-5V:jr s -'- v 89,670 


- Non* 
redeemable 
Preferred 


■: - J -.■■ ■ Non* 
_ •' redeemable 

. preferred 


(Dollar ammmtj in thoueandj) - . : Q. 

"X ■ - '•' V." 

• .*.•* > ' • - . •• ' .* . 3J * • -• * t• ’ " •* - 

^Balance, January 28, 

;Net earnings f ’ : ■ • ’-if-' 

: Ca&;dfi^^ v^NVvyv:^ -?■ :'S : ' 

(^* 22 per share) ; :W;p 
M, Nqnredeemable preferred stock? ■ . V 
F^^deemable' preferred 
Issuance of common stock under Employee 

BenefitPlanSfefe •: • 

▼ • •• • .|\k. ggk ! •’ < *i % / **»•.• r" 1 • • • v.• * » • •< ^ « , * • * 

Iwuance^f common stock under Dividend 
^Reinvestment and Stock Purchase Plan ' 
Issuance of common stock to Profit Sharing Pk 
Retirement of common stock "'-VV- - - 

^Wdeemble^ireSjlritcl ^tcitJc 
Redemption Of lionredeemable preferred stock 
Exercise of 

■ Cumulative adjustment-beginning of year 


Accumulated 
• camints 


709,636 35,340,5/2 


■155,555 
263,846 
(17,$>2,700) 


adjustment;^# 


' • . m T « • • • • a % - r •«/»•*. • • •• * . • * I.. w • • .. 1 #. • • . • • . t .4 •. • s « • • •• • • , 

l «A oi* AfiMiiMMo .•.•;••-i i.~..i ' .• *';•• 

MUUU1H5 r.- « a r.# s .v/.c % v w?:^ v* • % * .•••/•-• *v.-- .y;. 

^shdiyWqttds 

Redeemablepreferred stock ; SsS 

Issuanceof common stodc under Employee : ! > . i 

?E#*ptqw^^KhefitPlah-S ; ' : ^'S-?li'.-; J -:‘W 

stock under Dividend 

4.'Reinvestment arid Stock Purchase Plan • • ^ 

V'--: 

Reversal of forei^r currency translation adjustment 

Balance, February 1,1986 \ K>: • ; rj' 

^frtet earriirij^:&r<^^£4^^ r -V- V-K.: : .' 

*" • i . i* y* ^ * fftl.*** # ** • , • * . •*•• • • •• 

• Ca sh'% i *»ds:' : l : H ; ; ■■■■■:i-.' 

; Common stock ($1;22 per shire) " : V . : v, ; ; ■ 
B.fJeemable preferred stock ' . ■■■/■■ V. ■■:. • 
Issuance'ofcbmnioh stock under Employee 

iiS^^i^Ownerrfi^E,! >=.-. 

Issuance of common stock under Dividend 
^ Reinvestment and Stock Purchase Plan / \ ^ : 

Issuance of common stock to Profit Sharing Plan 


95,334 140,358 


112,474 

48,025 


118,444 

282,348 


9,559,415 


67,286 


96,911 


295,851 
13,056 . ? 

20,042,519 $ 


$100,213 $ 162,435. $ 61,559 


ndnr Polkies and Financial Review 


WU 















































































































































































About The Company 


Carter Hawley Hale Stores, Inc., is, a major retailer operating five department and three ^ 
specialty store divisions. Carter Hawley Hale customers, principally in the middle and upper 
income segments, find wide selections of fashionable merchandise priced competitively in all o 
the company’s stores. These merchandise offerings are supported by a strong commitment to 

* •§ • ( • 4 ' ^ *• % • t • 4 4 * y • f * • • *4 • • • » * • " •• ^ #* « ' ••• •> * • « * * 4 « • • • « , ^ «• 4 , , • * ^ * V • • * ® ^ * ( m * • 

providing superior customer'serviced < : = 

T ■ .V * k * I t f • t . . * 'I ♦ » ' 4 4 “ K # V 4 a a V .'.4 t t . a 4 * a *4 T ’ # T . k . t • ( • f • ' V f Z' ■ (V f • k . 4 *4 t(4 Zfl <t4 k ' I I .4.4% '■> * « • 4 * Z ' 4 4 • 4 * * .4' '4 a. 


43 stores in Southern California 


The Broadway-^;.; : 

t • • •». . * v* | •#.* • ^ • r • • • * 

Southern California 

k • i * d + • . • l ' 

Los Aiigeles;;:‘.;iSyAv 5* 


13 stores located in Arizona, Colorado 

• • s*« • •, • 4* ««V • •,•«%•%$•* . , .*'i% . • • k '—* • : ♦* "* .**.« 

Nevada and New Mexico s': 


The Broadway 
Southwest • 

• 0 • • *.4 ••It* 

• **•••-. 4. • ^ 1 f*#*' g 

Phoenix i:^ > 


Emporium Capwell 


San Francisco 


24 stores in southern Virginia, North 


Thalhlmers 

' ’ ^ , ••V * 4 •» •• » 

Sacramento 


Weinstock’s 

• • • • • % #\) • • •• ••• 4 

Sacramento 


Nevada and Utah 


Fifth Avenue, New York City 


Bergdoff Goodman 
New York ^:: • : ' 


165 women’s specialty stores nationwide 


Contempo Casuals 
Los Angeles ; ; • • 


hi.. 


22 stores in Texas, California, Flodda, 
Georgia, Illinois, Massachusetts, Missouri, 
Nevada, New York and Washington, D.C 


Neiman-Marcus 


Provides data processing and systems 


Information Services 

!•*•••• •• “ I r • • 

Anaheim 


Responsible for large-scale purchasing 
programs and the marketing; 

• . • 4 4 • “ •*"*•»* 4 ^ 

of privatedabel merchandise 


Market Services 

• * • * • * t •• • ••• f* 

New York u 
























Carter Hawley Hale Stores, Inc 


Financial Highlights 


1984 

53 Weeks 


1985 

52 Weeks 0 


1986 
52 Weeks 


. (In thotuamb, except per iJuire data) 


$3,724,294 


$3,977,913 


$4,089,794 


Sales 


Earnings from continuing operations before 
nonoperating items and income taxes 

Net earnings 

. Continuing operations 
Discontinued operations 
■ Extraordinary item and change in accounting 


42,730 


72,575 


$ 140,215 


27,130 

62,540 


48,025 


47,615 


(43,401) 


48,025 


v \ 
« f 


Primary earnings per common share 
Continuing pperations 

' . i# *. •%' # • " m • , • • #. •' • • 0 • • . 

’ Discontinued operations ■; - ■ > 

Extraordinary item and change in accounting 


a a 


(2.14) 


i U..\ 
*** • 




- 


• • 


• % 


Contents 


Letter to Shareholders 


Financial Table of. Contents 

t* i ■ • •• v « • 


Directors . 

• , • • • t |i « • • % • * i • 

Corporate Officers and Division 
.Management 


-} 


Shareholder Information 


•• - 
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The Proposed 


Restructuring 


v % 


2 


Carter Hawley Hale Stores, Inc. 


To Our Shareholders 


. > 


O 


-X. 


was a landmark year 


mark for the first time and pretax earnings 


reaching record levels. A proposed restructuring of the company was announced 


takeover attempt was made and withdrawn 


» * 


is 


is 


Sales/ior the year were $4.1 bUlion, an increase of 2.8 percent over the prior year 
period. On a comparative store basis sales were up 3.2 percent. ; 


4 % 


earnings 


— t 


earnings per share 


special items, as calculated, were $2.42 compared with $1.58 in 1985. 


of special charges were taken in 1986, including pretax charges 


restructuring program 


Wanamaker. and after tax charges of $29 mUlion due to the early retirement of $400 


million of debt and $14 million reflecting a change in accounting for software 


charges, net earnings for the year 


• #• 




•• . * 


• • » * / * . • 0 


mm • " • • * % 

,• # • *•»*•* ■" • * 

coi apared with $48 million in 1985. 


? * 


'IT. 




• J 


•VV 


department and specialty stores turned in quite good 




% 


• * 

• _ • 

• •• • 

of goods 


label merchandise developed by the Market Services division was a major 


margins and will continue to play an important 


administrative expenses as a percentage of sales declined 




half a percent. This decrease was 


t 9 


department 




Markdowns 


management and a less intense promotional environment. 


maintained 


matter of special significance 


•the proposed 


department and specialty store segments 


— % • • • • • | 

• • • * • • 

independent publicly traded companies. 
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Sale of John 
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Store 
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Modernization 


/; . 


The restructuring will incorporate a market formula designed 
shareholders with essentially equivalent value. You will be receiving i 

materials in the near future and be asked to vote on it at this summe: 
- T to read these materials carefully so that you will 


understanding 


meantime, it is gratifying that the inherent 


attained 


common 


year you received a letter which described the tender offer to purchase 


ipany’s outstanding shares at $55 net per share ion a . 
commenced on December 1, 1986, by Retail Partners 


partnership 


hy su^diaries of 'Hie Edward J. DeBartolo Corporation ^ 

Partners later proposed to raise the price under its offer to $60 net per share on 


common 


it 


that the offer was 


; ^ Subsequently, tne = v, , ; , < 


shareholders 


Partners 


Wanamaker to Woodward 


T.»W Co., IOC. % .PP—lv Ml 

and supply working capital. 


- > 




modernization efforts during the year, a highly 




We conunuea out - ' , ___ 

improve individual store results and provide a good return on irwestm«m 

•. - \ -_ nfAiort'c anrl TiftvV € 


was spent on modernization 




than 700,000 


During 1986 we added about 20,000 , r , ,. • 

Emporium Capwell store in Santa Clara and began a total remodelmg of the stole. 

About 50 percent of the remodeling has been completed, primarily affecting e 

women’s ready-to-wear, fashion accessories, and men’s clothing areas. Extensi 

renovations were also undertaken at The Broadway-Southern California store m 

xi^rUi r and the Thalhimers store in downtown Richmond. 


' J* . 













At Neiman-Marcus, major space reallc 
the St. Louis, Fort Worth, and Newport Beac 
tics, costume jewelry, and fashion accessories. 


During 1986 we opened four new department stores and added 32 Contempo 
Casuals stores. The Broadway-Southem California opened a 151,500 square foot store 
in Escondido and a 206,500 square foot store in Costa Mesa’s South Coast Plaza, one 
of the most successful shopping centers in the country. Thalhimers opened a 104,000 
square foot store in Durham, replacing an older facility, and The Broadways™ if 


,000 


• *v * 

Westminster mall 




expansion 


states. At the end of the year Contempo operated 165 stores in 26 states 

• • # • • • i , #••••• • •• . . . . . • • • • • • ••••• ••• 0mm « • ^ " 

• •••• . •• •#•«••• • • ' • * m 1 "• * * 
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Stewart M. Kasen, president of Thalhimers 

. •. .• • . ... . . • . • .. 


William B. Thalhimer, 


chairman of Thalhimers 






B *•*•'* ** » • • • • • * ••••■• •* • **•,*••• •" •* • * • m * 

Cheryl Nido Turpin, formerly president and chief executive officer of 

^ # ‘ * * • * * * ' • % * l * • *1 I 1 ' ' tit 


• • 


was named chairman 

^ • ••••..% • s 

,* • ■ # • - • . . ■ * * . . # \ • • ' * % 

was an executive vice president at this division, was 


. . , • •*. I 

named president and chief executive officer of The 


Wanamaker. was 


chairman. 


was an executive vice president at Bergdorf Goodman 


corporate office, Loyd E. Ellis joined the company as an executive vice 
president responsible for the Information Services division, the company’s Center for 
Education, and human resources. Mr. Ellis had served the company as a consultant 
for three years, following a career with IBM. Paul E. Chevalier was promoted to 

senior vice president employee relations after serving the company as vice president 
employee relations since 1974. , 

• 4 •. •*. • . 

• Thomas E. Brown, formerly a vice president with Citibank, joined the 
company, as vice president credit. Theodore J. Cotti, who was director of the Center 
for Education, was named vice president human resource development. Serena S. 
Kokjer, formerly vice president research and merchandise information officer at 







resident information management. Charles 
named vice president real estate leasing. A 




Edward A. Wol 

Neiman'Marcus 
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was 


watershed year ror uie cuiyuiauwu.. --" * .y 

important step in achieving our goal of maximizing shareholder 


forward to, the opportunities 


5 t -SiiSHawley Hale is poised for to* ** 
i c h of to credit for *1. ah.uld go fo my «,000 associate* who I®. conc hW 
much rothe comw djrte, *1. to. of change. I amnt» ok. to W»rtunlhr; 
,hto them for the .upper. and dedicaSou rtoowhatM during the you. - 


«* • 



Sincerely, 


Philip M. Hawley 

Chairman and Chief Executive Officer 

April 20, 1987 
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larteirjiat^ 

Aanagement’s Discussion and Analysis 
)/ Operations and Financial Condition 


, _ q . 1 no/: to $4 089 8 million compared with $3,977.9 million in 1985 

baSiSl W 86 were $4.2 mUUon conned with $48.0 million in 1985 and $89.7 

million in 1984. • . , Pnmnanv’s net earnings over the past three 

A number of unusual items affected the Companys netearn^ ^ ^ 

«££* o« .f pood, .old >*SS 2 ST£SlS£-d 

percent in 1985 primarily due to ower mar ’ markup This improvement was par- 

sales of private label merchandise wi* attend^ hi^ ^ ^ ^ g eUlng> general, 

v£j!3as ^ 

store segments, primarily due to h g er gros . 1934 primarily due to lower . 

asr *- UFO 

credit compared with 1984. ...no/ was affected by the cost to complete the 

The rate of earnings increase in 1984 was “ ec y , the mer chandise offered in 

inventory currency program, which has P^e £ ^ fourth quarter resulted 

the Company’s stores. In addition intense P wn*»o»^Xts were partially offset by a 

$17T°million'lJFO^cr e d ivp rimarily^ue to lower inflation, increased inventory levels, and 
“l^t^e borrowings and 

of sales and in actual dollars in 198 vers oercent in 1984 The 1985 increase was due 

SSSS 5U partially offset by lower average 

b0rrOWm SpeS'items affecting 1986 results 

restructuring program; a pretax loss of $2.2“ the early retirement of $4ud million 

million after tax charge charge as a result of a change in accounting for 

of long-term debt; and a $14.1 million after tax e g divi$ion The special items 

software development costs at the Company restructuring. The special item affecting 

is ■“£ »- * 5 






1985 1986 with 31.5 percent in 

restructuring prog™,fi, stal^f^dt ° f «*■ relating to the 

K£ rf Sofl? 

—££f3“ 

the marginal tax rate elimination of the in C ^ ^ ^ Co j npany ^ re sult In a reduction of 

costs, changes in depreciation methods, andrep^ o^“Lte^eM f ‘ nvent011 
income on revolving charge account sales ThL r u „„ method for reporting 

cash flow provided by deferred taxes Additionally W * ^ 1 In a recJuction of Internal 
result in an improve^ent W tedUCti ° n ° f ^ ^ «*e will 

The Ten Year Financial Summary on page 28 is usefirl for historical information. 

i5SSr±ifa_r? .■ ho - " j b-»— 

credit IkclUtta tml'ni, Jj ™ 1 ” d lnfc ™>I 

to provide for associated retirement expenses , n d nth U . *° Uli ° n of lon S'term debt, 
capital purposes. At January 31 1987 the Cr u re ^ tru ^ tu y i JS costs » and for working 

—- 

sss =sr ■ 

from opento “ mbination <* Eternally generated funds 

1986. Spiral 3K£ fofneT^e’ **?* '****' ^ 

equipment were $107.1 million, compared with $127.4 million foWK S 
Company opened four department stores and added 32 Contempo Casuals stores ’ 
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Carter Hawley Hale Stores, Inc. 


Consolidated Statement of Earnings 


(In thousands, except per share data) 


Sales 




{( 


)) 


j / 


Costs and expenses 

Cost of goods sold, including occupancy . 
and buying costs 

Selling, general, and administrative expenses 
Interest expense and discount, net 


Earnings from continuing operations before 
nonoperating items and income taxes 


'Nonoperating items 

Loss on sale of John Wanamaker 
Loss on sale of Holt Renfrew 
Costs relating to restructuring program 
Costs relating to unsolicited tender offer 


Earnings from continuing operations before income 
’ taxes 

• • •• • • • • *•••• • * s •• • •• ..*••• 

Income taxes ■ u' 




# * 


* * •• * • ( 

Earnings from continuing operations 
Discontinued operations , net of income taxes 
of $28,800 


Net earnings before extraordinary item and cumula - 
... tive effect of change in accounting 
Extraordinary item—costs relating to early retire¬ 
ment of long-term debt , net of income tax benefit 

• of $28,804 

Cumulative effect of change in accounting, net of 
income tax benefit of $15,505 


O 


Net earnings 


• » * • • • 

Primary earnings per common share 

Continuing operations 

Discontinued operations 

• • • • • • 

Extraordinary item 

Cumulative effect of change in accounting 






Fully diluted earnings per common share 
■ Continuing operations 
Discontinued operations 


. « 

Fully diluted earning per common share are not shown os the effect of the calculation is anti-dilutive. 


See accompanying Summary o/Sifni/icanc Accounting Policies and Financial Review. 


1986 

52 Weeks 

1985 

52 Weeks 

4 *• 

1984 

53 Weeks 

$4,089,794 

• " • 9 

i * 

$3,977,913 

$3,724,294 

.//• • 

2,898,213 

932,361 

119,005 

3,949,579 

2,850,599 

923,504 

131,235 

3,905,338 .... 

••• .ft • ••• 

2,702,055 , 

862*272 : 0 
117,237 

3,681,564 

• • . . . % 

140,215 

72,575 

: • i *. i 

42,730 

(2,200) 

4*1 * • 

• 

(25,000) 

• * • 

0 * * • • * 

• . • * 

• * A 

(2,450) 

■ • • 

i • t i » • 

.... . ft • 

. . * 9 • 

... % % • «# 

• * 4 

* . • ft ft 

ft * 

1 ( S 1 / 

•4 • % 

• • • 4 

1 .ft * ft 

(7,100) 

(27,200) 

• • • • • • • 

(2,450) 

(7,100) 

% . . . • • • • • • * 

•113,015 . 
65,400 

47.615 

1 • • • % 

70,125 

22,100 

> 48,025 . 

... . . • ... 

% 

• . . • 'ill 1 * ■ 

l 35,630 

8, 500. v;;.. 

27,130 - > 

• •» 

• • ••• • • • 

• • • 

• 

4 . * . • 

• • < * 

62,540 

O . C . 

47,615 

/' 

- • A 

• 

48,025 

* 

#••• ■ •* i 

89,670 

(29,253) 

* % 

0 

• 9 l l l * 

(14,148) 

*• 

4 \ • , 

$ 4,214 

( k 

$ 48,025 

. . % . % , 

$ 89,670 : 

• • r 

ft * 

• • •« % 

a it 

$ .87 

(1.44) 

(•70> 

$ .92 

' C ■ 

• 

• • ft • • • • • 

• \ ' ft ft ' # / *-9‘ 

$ ■'. ; 

•2.75 

• 

• . a ' 

$ (1-27) 

\ t 4 4 

" $ .92 

$ 2.75 

ft 

$ 

$ 

‘ $ . 83 

1.89 

$ 

$ 

$ 2.72 


A 
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^^au, tC y Hale Stores. T*n 

Cmultd.ua CUms , n ^ 


(In thousands) 

_ • • 

Cash from continuing operations 

" De^t fr ° m C ° ntinui "g operations 
Depreciation and amortization 

deferred income taxes 

Losses, net of income taxes, on sale of John 
Wanamaker in 1986 and Holt Renfrew 

Cash from continuing operations 
debt ZV retirem ™ of long-term 

Cash from discontinued operations, including 

Cash proceeds from S ale of Waldenbooks, net of 

income taxes of $29,850 1 

9 p 

financing 

Net increase (decrease) in notes payable 

Issuances of long-term debt 

Issuance of redeemable preferred stock 

Issuances of common stock 
Retirement of common stock 

Redemption of nonredeemable preferred stock 

«* l°ng.term debt k 

“as '”>-™ 

* * * 

Net cash provided (used) by financing 
Capital investments 

Elimination of John Wanamaker properties 

dends from finance subsidiaries of prior 
years’ earnings pnor 

DMdends from finance subsidiaries of other 
o paid-in capital 

Net cash provided (used) by capital investments 
Uwidend payments 

Other cash sources (uses) 

Accounts receivable, net 
Merchandise inventories 
Receivable on sale of Holt Renfrew 
Accounts payable and accrued liabilities 
Prepaid pension contributions 

Uther, net 

Net other cash uses 
Cash increase (decrease) 

^ - Financial Review. 


1986 


47,615 

75,972 

28,852 


6,700 

159,139 

(23,173) 


135,966 


529,000 


14,894 




(400,000) 

( 120 , 121 ) 

23J73 

(107,121) 

6,885 

80,243 

53,584 

44,264 

77,855 

(54,255) 

(171,178) 

20,860 

29,682 

(37,327) 

(25,128) 

(183,091) 

248 


i 98S 


$ 48,025 
75,017 
23,494 


2,519 

149,055 


149,055 


(41,089) 

250,000 

12,062 


(25,681) 

195,292 


(127,384) 

20,442 


* J 


948 


(105,994) 

(53,638) 

(167,261) 

(59,531) 

(29,682) 

83,137 

(10,677) 

(5,281 ) 

(189,295) 

$ (4,580) 


1986 


27,130 

72,278 

345 


99,753 


4,654 

265,150 

369,557 


41,089 
50,000 
300,000 
14,182 
(478,611) 
(5,740) 


(18,880) 

(97,960) 

# 1 • • • 

(107,284) 

1,350 


13,542 


(92,392) 

(50,129) 

30,783 

(137,356) 

• « ' 

44,515 

(12,004) 

(45,189) 

(119,251) 

9,825 





CarteirHat^ 

Consolidated Statement of Nonredeemable Prefe 
^_— nrul Other Shareholders’ Equity 


SlulTCJ Usiud 


Par Value 


4 v 

(Dollar amounti in thousands) 

• i • ^ • • 

Balance, January 28 ,1984 
Net earnings 
Cash dividends 

Common stock ($1.22 per share) 

Nonredeemable preferred stock 
Redeemable preferred stock 
Issuance of common stock under Employee 
Stock Ownership Benefit Plan 
Issuance of common stock under Dividend 
Reinvestment and Stock Purchase Plan 
Issuance of common stock to Profit Sharing Plan 

Retirement of common stock 

Conversion of nonredeemable preferred stock 
Redemption of nonredeemable preferred stock 

Exercise of stock options 
Foreign currency translation adjustment 

Cumulative adjustment—beginning of year 

Current year adjustment 

Balance, February 2,1985 i 

: Net earnings 
Cash dividends 

Common stock ($1.22 per share) 

Redeemable preferred stock 
Issuance of common stock under Employee 
Stock Ownership Benefit Plan 
Issuance of common stock under Dividend 
Reinvestment and Stock Purchase Plan 

Exercise of stock options 

Reversal of foreign currency translation adjustment 

Balance, February 1,1986 

Net earnings 
Cash dividends 

Common stock ($1.22 per share) 

Redeemable preferred stock 
Issuance of common stock under Employee 
Stock Ownership Benefit Plan 

Issuance of common stock under Dividend 

Reinvestment and Stock Purchase Plan 
Issuance of common stock to Profit Sharing Plan 

Exercise of stock options 
rv*nvprsion of convertible debentures 


Non* 

redeemable 

preferred 


Common 


709,636 35,340,572 


Non* 

redeemable 

preferred 

Common 

Other 

(>aid'in 

capital 

Accumulated 

earnings 

$ 3,548 

$176,703 

% v 

$ 263,796 

$ 339,486 
89,670 


• 


(23,052) 


(582,070) 

(127,566) 


Balance, January 31, 1987 


95,500 - 

4 • 

155,555 

263,846 

(17,952,700) 

982,214 

% • • 

181,890 


(71) ' 
(27,006) 


96,911 

10,000 

295,851 

13,056 

20,042,519 


(2,911) 

(637) 


477 

778 

1,319 

(89,763) 

4,911 

\ 909 


1,696 

• % • • 

2,403 

3,819 

(130,516) 

( 2 , 000 ) 

(1,621) 

2,781 


(258,332) 

* % * 

• 9 S 

% . • • 

% • • • 

* (3,452) 


(3,139) 

(1,600) 


19,066,877 

- 95,334 

• • i • • . * 

140,358 

■ • • ■* • • 

112,474; 

; 48,025 ; 

• * I, •••• 

• j ^ . ••• . i * . • 

* 9 • 4 9 • • •• • . . 

• • • . • 

• * • • 

/ • • • • * • V • 

% 

• » 

• • * • • 

M 1 » • 

• • 

• ■ , 1 !• 

• • , 1 • • , 1 • • • •• 

(23,638) 

(30,000) 

91,746 . 

459 

2,154 

• ••• • * * » • 

• • • • • * s 

• 4 

• • 

118,444 

282,348 

• 

592 , 
1,412 

2,522 

4,923 

t a 

4,739 

19,559,415 

* 

“ ~ 97,797 

149,957 

111,600 

4,214 

• * • i 

* * . 

% • 


‘ * 

(24,255) 

(30,000) 

• • ■ 

67,286 

• • • 

337 

2,057 

• • 

• # ■ • • • • 

\ • • 


485 

50 

1,479 

65 


3,040 

303 

6,602 

476 


$100,213 $162,435 


61,559 
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Carter Haurtey Hale Stores, Inc. 

Summary of Significant Accounting Policies 


Basis of 
Reporting 


The Proposed 
Restructuring 


' •% *1 * 


Changes in 
Accounting 
Policies 


X - /*• 

i. •••• 

rt, « r »d«d 

are included in the Consolidated Statement of Earnings as a reduction of interest expense. 

On December 7, 1986, the Company’s Board of Directors approved a plan for restructuring 
£e Company As pari of the restructuring, the Company will distribute to its shareholders 
stock of a newly formed corporation organized to conduct the Company s specialty store busi¬ 
ness Each public common shareholder of the Company, including participants in the Com- 

also V receive $17 in cash and a share of stock in the new specialty store company for eachi share 
held The convertible preferred shares of the Company (held by General Cinema would 
exchanged for shares in the specialty store company. General Cinema would receive no cas 
XtsoftheCompLT in respect of its preferred shares, but would retain its existing common 

stock holdings subject to satisfaction of the elections discussed below. Senior ° 

ing holdings Jbut, rather, additional common shares of the Company. It is contemphted th 

securities they vrill hold after the effective tin;: of the restructuring. -Hie restructuring will 
incorporate a market formula designed to provide all shareholders with essentially equivalent 
valu^ The restructuring is subject to certain conditions, including shareholder approval, and is 

expected to be completed in 1987. A total of $25 million in cos ^ a ^° 

^program were accrued and charged to nonoperating expenses in 1986. These costs represent 

"riiat portion incurred in 1986 of an estimated $75 million of restructuring program coste. 

Approximately $25 million of these costs will be capitalized by the Company in connection 

with the issuance of new debt. The specialty store company has not been reflected as a 

discontinued operation in the accompanying consolidated financial statements as ^restruc g 

is subject to shareholder approval. Absent such approval, management has no intention to , 

dispose or otherwise discontinue the operations of the specialty store company. 

In the fourth quarter of 1986, the Company changed its method of accounting for “stein- 
capitalization and amortization to expensing these costs as incurred. This change was made to 

uing operations The cumulative effect of the change on pnor years was a charge of $14.1 

5 on net of income taxes, which has been reflected in net earnings for the first quarter o 

* \ 

1986 ’ In the fourth quarter of 1986, the Company adopted Statement of Financial Accounting 

Standards No. 87 “Employers’ Accounting for Pensions’’ ( F ASNa87)for aUl definedben 
. _ The chance which was adopted retroactive to February Z, lyoo, naa no 

S3 Sta oI wstTl’ings from continuing operations. The provisions of the statement 
• * Arntmirion hecinninc in 1989. of a pension asset and liability for any unfunded 
SSSeft obligation have not been early adopted. Restatement of prior years’ pension 

costs is not permitted under the statement. 








Customer 

Accounts 

Receivable 


Inventories 


Property and 
Equipment r 


Depreciation and 
Amortization • • • 


Store'v^^-:-': 

•;i- 1 

Preopening 


Income 

Taxes 


Pensions 


Earnings v 
Per Share of 
Common Stock 


si=±£sz trs&ss , F K 9 r 

1984 comprised 53 weeks and ended on February 2, 1985. 


ire net of returns, exclude sales tax, and comprise merchandise; 
departments. 


. t.r 


» * m m » _ • • » « 

An account is generally written off when the aggregate of payments made in die mostrecent 

less than one fuU monthly scheduled payment or if it is otherwise determined 

that the account is uncollectible. 

t k % . tv * * • « m. ■ ■ m a *• V* % % • ••flat t m m 1 


I • 


Merchandise inventories are valued at cost, which is less than market, as determined by 

retail method on the last-in, first-out (UFO) basis. 

• * * • • 


:IV 


Probertv and equipment are recorded at cost and include major renewals and improvements 
of a pSLanent nature. Other renewals and improvements and maintenance and repairs are 

• (A C«|*** • •• - • • • , • • • -• • 

expensed..: 


^ • 
t 


Depreciation and amortisation are provided on the straight-line method over the estimated 
Sites of the property and equipment or over the lives of the related leases, if such 

periods are shorter... ;• ; ;.v .> . V.. 


Store opening and preopening costs «e charged to seUing, general, and administrative expenses 


during the year of the store opening. 


currendy for Investment tax credits using the flow-through method. 


contributes each year at least the actuarially 
_ a nerfiMnanft’ benefits in accordance 

necessary 



amount 


£= 2 , 


time 




~ w 

Primarv earnings per share are computed on the basis of the weighted average number of shares 

s=KS 2 i - -r * 

22M 2S5S22 “tlSsSS 
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Company 

Operations 
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1 * . 
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(Dollar amounCi In miliioti 

. \ 99 * :• • ' . 

Sales 

• • •. • « •• • % • • 

Department sto 

Specialty stores 
Total 

***••• • • • • 
• a a . * - • 

• . • • 

Operating profit 
Department sto 
j Specialty stores 


, #•* 


_ f* 


Corporate expense, net 

Interest expense and discount 

*, •* ' \ *• • . * % • ' * * \ . 

Earnings from continuing ope 

ations before nonoperating 

items and income taxes • 
Nonoperating items 

11. ' • . * i • . • • • ***•"*' m 9m • ' 

Earnings from continuing opei 
ations before income taxes 




1986 


$2,996.0 

1,093.8 

$4,089.8 


$ 171.9 
128.6 

300.5 

41.3 

119.0 


140.2 

- (27.2) 

• • 

$ 113.0 


Percent 
of total 


\y 


1985 


Percent 
of tout! 


72.6 

J2J) 

70.1 


1984 


Percent 
of total 


73.3% 

$2,889.9 

72.6% 

26.7 

1,088.0 

27.4 

100 .0% 

V - 

$3,977.9 

100 .0% 

57.2% 

• ^ 

$ 143.6 

• * • • • 

56.3% 

42.8 

111.4 

43.7 

100 .0% 

• • •• • 

255.0 

100 .0% 

Q 

51.2 


• • 

• % 

131.2 

• * 

• * * • 


$2,749.9 

974.4 


73.8% 

26.2 


$3,724.3 100.0% 


$ 111.6 

99.3 




52.9% 

47.1 


210.9 100.0 % 

51.6 

117.2 


• • •• 4 

{): • 


42.7 

(7.1) 

35.6 






^et corporate expense includes administrative and general expenses rela 
personnel, real estate and construction, legal, and investment functions. 

Sales gains by operating group and by quarter were as follows: 

■ • I • , 


Operating Group 

Department sto 

Specialty stores 
Total 

i • * * * 

0 

Quarter 
First quarter 
Second quarter 
Third quarter 
Fourth quarter 


_ 1986 

All Compcratfue 


stores 


3.7% 

.5 

2.8 


1 . 8 % 

3.7 

4.1 

1.9 


stores 


2 . 2 % 

5.9 

3.2 


.4% 

2.8 

4.8 

4.1 


_I9S5 

• • 

AH Comparative 


stores 


5.1% 

11.7 

6.8 


14.4% 

8.7 

8.6 

.1 


stores 


4.4% 

9.4 

5.8 


10.5% 

8.1 

4.0 

2.7 


AH 

stores 


1984 

Comparative 


19.3% 

22.3 

20.1 


22.3% 

20.6 

19.5 

18.9 


stores 


16.9% 

12.5 

15.7 


18.9% 

17.4 

16.7 

12.3 


Comparable calendar periods have been used 
percentages. 


in computing comparative stores sales gains 


15 


f 


/ 


'Vv 













corporate were: 

• • • • 


- 




Depredation and amortization 
Department stores 
Specialty stores 
Corporate 

Total 


U 
\ \ 


operating group and 


(Dollar amounts in million}) 

*: 1986 

Percent 
of total 

1985 

Assets at year end 




Department stores 
Specialty stores 

Corporate 

$1,283.2 

765.2 

113.5 

59.4% 

35.4 

5.2 

$1,395.1 

553.7 

256.3 


Percent 
of total 


1984 


63.30/0 

25.1 

11.6 


$ 1 , 122.8 

561.7 

262.7 


10Q ' 0 % $2,205.1 100.0% $1,947.2 


52.3 

20.7 

3.0 


68 . 8 % 

27.2 

4.0 


50.9 

20.8 

3.3 


76.0 100.0% 


67.9% 

27.7 

4.4 


49.8 

18.9 
3.6 


75.0 100.0% 


Percent 
of total 


57.7% 

28.8 

13.5 

% • 

Ioao% 


68 . 8 % 

26.2 

5.0 


72.3 100.0% 



Interest Expense 
and Discount 


Sale of John 
Wanamaker 




flnmfliionj) 

* — 


expense 


Discount on customer receivables sold to the finance 
subsidiaries 

Pretax earnings of the finance subsidiaries, before 
noninterest items 

Interest expense attributable to the finance subsidiaries 

Interest on long-term debt 

Imputed interest on capitalized lease obligations 
interest on short-term debt 

Discount on customer receivables sold to banks 
Interest income ■ ■ , 

Capitalized interest 

Interest expense attributable to discontinued operations 
Interest expense and discount n pf 


1986 

• 

1985 

1984 

• 

$ 45.6 

$ 70.0 

$ 79.0 

(17.5) 

(27.5) 

(32.0) 

28.1 

42.5 

47.0 

65.0 

53.2 

38.3 

11.8 

12.3 

12.7 

10.5 

15.0 

19.8 

6.1 

13.8 

13.1 

(.4) 

(.8) 

(2.9) 

(2.1) 

(4.8) 

(5.6) 

• • • • • 


(5.2) ; 

$119.0 

$131.2 

$117.2 


for approximately $183 ’million^ to oah °The lot* Wanamaker subsidiary 

subject to acceptance by the Durchaspr „ t, D °° lC vaiue ' ^ uch determination is 
procedures in the event of a dispute. Tohn C ,° ntract P rovides for certain arbitratic 

periods through December 31, 1986.’ Its sales were S^Yminf" 8 ! "T^ reflected fa aI: 
December 31. 1986 _mar , 3.2 million in the eleven months end 







1 / 
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P£J 


* * 


% 

9 m 

1 • ■*. 
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* \ 
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f * 

I - 

' v 


Sale of . ■■••;■':■ 

Holt Renfrew 


• - vv . ' .... ■ .. .• -\[ -, . ... . . . 

In April 1986, the Company completed the sale of its Canadian subsidiary, Holt Renfrew, for 
$29.7 million in cash, resulting in a loss of $2.5 million. The sale was reflected in the financial 

******* V * , 

statements for the year ended February 1, 1986. Holt Renfrew’s sales were $82.4 million in 
1985 and $74.3 million in 1984. 
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Discontinued 

Operations 


Tax Expense 


v:;f ^ ;v.- 

h .-,\■; v ‘ 

; r. ' ■ 

4 - . 1 ' • .. •* • • 

i i • ,V "... •’; *•/.. ; i ; 

fl - • to * 4* • 

< ;. • . • ; % 

\\ •• • t * • • * . • % •% 


•V-. * « 
• * • %V 




.* * * , • 


• ».. •« 


t; 


I ^ • • . • ' , « • •• 

L •V r 'N i v,' ,, ‘"’ •• • 

.a-tT: 1 : -• *. •• : . .. • . • . • 

• • . • . • 

|T . i j . *.. . • . . • . • r 

Ifi .•' • • * 

d I • * * % i • *. • . 

Z. m A . «%*■»%■ to- .. • . • • 

•... . •• . 


\. . r 


V-X : : 
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( } ..v 


#• • • 




* • - % * \.f 

In July 1984, the Company sold its Waldenbooks subsidiary for $295.0 million in cash, resultir 
in a gain of $63.0 million, net of income taxes of $29.8 million. Waldenbooks was accounted 
for as a discontinued operation in 1984. Its operations for the six months through July 1984 
resulted in a loss of $.5 million, net of income tax benefits of $1.0 million. Its sales for the six 

months ended July 28, 1984 were $196.8 million. 

> ' ( k*l ** _ «. * • • _ a _ % • 

- _ • 4 • • • 

u . • • .. • • . • • • • • . , • ' . 

. # • • . • . -4 • * * • • . • . « 

Taxes, including those of the finance subsidiaries, are summarized below: 


(In million^ 

• • • . — • • • ••• • • • 

! i Income taxes 

Currently payable 

1986 

^ to «• 

1985 

1984 

Federal 

• • _ 

to •« • • • **•"*•*• ••••••• s »• • • •• • ***•• 

$ 25.0 , 

$ (4.9) 

• ::.*$ 5.0 

State 

• •.a •%••••• • •••• • • • 

*. \ # * ’ a * * * * * **. 

11.5 

•. i 3.5 1 

% • * 

3.2 

, ,' • • • . * • * • • • 

* * • ! - % . • .* . - • * • ’ ’ • * * • 

• 4 

•• * *'•' *• "*• ** * •*• 
i•; Deferred .>’■■■ : 

36.5 

(1.4) 

4 

•• • ••• | 

b 82 

•; Federal .. 

• •••••«• ••••% » . •• • • a a » 

•26.3 ; 

21.4 

.9 

State •• 

.. • . y. . .•. * • .. % . . . • . 

% ••• • • •* •• 

t.a 2.6 

2.1 

4 

(.6) 

• .»* • ••**.,•** .. « ..*. * .* 

• •*••••• ••• •** •• • •% 

28.9 ; 

23.5 


^ *• * • > * * * 

Total income taxes 

65.4 I 

22.1 

8.5 

Property taxes 

26.6 

28.3 

25.7 

Payroll taxes 

57.8 

58.6 

56.1 

Other r i " 

3.0 

2.8 

3.0 

Tax expense 

$152.8 

$111.8 

$93.3 > 


•sir 


7 


'i 


$ 

iX 

•y. 


/ 


-if 

m . 

IT 


f ,i • 

. \ 
f: 


Deferred income tax expense results from timing differences in the recognition of 
revenue and expense for tax and financial statement purposes. The sources of these differences 
and their tax effects were: 

4 •••••*•*•• •• • • •• • 

..... • * . . • ‘ . • ■ i: 

(In milliom) 1966 1965 

• i , */ 

• * .. * * * J . * * - t • * •*.*.*• 

Deferred gross profit on installment sales $ 13.6 $ 14.6 

Excess of tax over financial depreciation 7.7 11.9 

Finance charge income (.5) 2.9 

Capitalized interest and other real estate costs 2.0 1.5 

Inventory valuation 2.4 .9 

Installment sale of joint venture Interest 

Charitable contribution carryover (.3) (2.7) 

Deferred charges ^ 2.9 (2?1) 

Deferred compensation (1,3) (1.5) 

Other,net 2A (2.0) 

Deferred income tax expense $ 28.9 $ 23.5 


If 
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A.-- 


17 


4 














i J 


H 1» t 

. 




; # 
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u* 
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Inventories 
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-w r 
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Income taxes as a percent of earnings before income taxes differed from the statutory 
federal income tax rate as set forth below: 


Percent of 


Percent of 


Percent of 


, • • % • 

% * • • • • 

to • •••• • • 

(Dollar amount! in miJIioru) 

1986 

pretax 

earning* 

1985 

pre-tax 

earning! 

1984 

pre-tax 

earnings 

• •••*• a 

• • * • a - 

Federal income tax at statutory rate 

$52.0 

46.0% 

$32.3 

46.0% 

$16.4 

46.0% 

, t * • a 

• * to • • 

t a k * 

• • 4 ■ * • a • 

•a *• • ••••••# * * * * • 

Restructuring costs 

11.5 

10.2 

• 



a 

m m m m 9 m 

t . a*. a- f . 

* a * a % * 

’ a* * | a . 

State income taxes 

6.9 

6.1 

2.6 

3.8 

4 % 

1.0 

2.8 

• ’ • » to ' m • * m • m • • * 

a to. • • • • • % toa» 

• • * • • a • * • • • 

a * • • * a 

• • * * • * • * •* * • ••• • 

John Wanamaker basis difference 

5.6 

4.9 

0 * to • 

N *• 


. " - • .• . 

a « • • * • 

• to * ' . • ’* . . • • 1 

* . . • • • • • • to to 

to to • ^ #1 • • 

Investment credit 

(2.0) 

(1.8) 

(8.2) 

(11.7) 

- (4.9) 

(13.8) 

• , •• .. • 'J 

• • • 

• a • a 

• •••% h •••• a •• ••• 

i% . , a a 

Charitable contribution 

(2.0) 

(1.8) 

(1.8) 

(2.6) 

% * * 

* • 4 • • 

• * 

, ’ 

■ a** 

• • to to • a • 

ESOB Plan credit 

(1.5) 

(1.3) 

(1.5) 

(2.1) 

(1.2) 

(3.4) 

• % •••«•* •• • a 

a ® * * a a to . * to 

» • * * 
to a a 

to • • • ••« aa. • • • a •••• • • 

Tender offer costs 





(2.3) 

(6.4) 

• a • * * ' | •••• 

•* *•*•*• 

•’.- •a * • . »».’’• a . 

! . •« • 

' _ a 

Reversal of taxes previously provided 

(3.7) 

(3.2) 



' 

• 

• • • • 

• 4a to • • » a to » *• * . 

- * * ' • a • ’ a ’ 

a a* • * • • * • a a 

_• * *- - * i • 

to •••*••• a. • a • a 

Other, net 

(1.4) 

jU) 

(1.3) 

(1.9) 

(.5) 

(1.3) 

•. • to • • . 

’ • •’ : \ 

' »• •• • * . * • • ' 
a a %• ■ a •• • * a y 0 a 

a to * 4 • a • a * 

* • • ' * a 

• . • a* . a 1 . • a a * , ' 

• •a. a* • to * * * • * * 

• to a • • » a • 

% • a • a • • •• 

Income taxes 

9 * a 

$65.4 

57.9% 

$22.1 

31.5% 

$ 8.5 

23.9% 

a a a * * 

*• . . a ' * . . ' 

to a* • f * * • • • • * a • • * , ' • ' • 

. 4 ' . ’ : * \* , ’ "..to'.*. 

Accounts : 

• • % • 
w . . . ,. . t • _ . * 

Accounts receivable at year end were 

as follows: 





• • a 

Receivable 

• 5 ’ J ’ • % •* * * . 





, a 

1985 

V . . a v 

V and Credit / 

' (In milliom) •• 

• ••. , , • • •' . , % to. * *•*••• 


• 

• 


, a .la 

1986 

* • a^ 

Operations 

Customer receivables 

a • a • * • • 

% a a • a 




$712.4 

$856.2 

to • • * 

.. * *. . ;•,* 1 •• • 
i % % # - . • * V r • •• •; • Hm 

t * • • .' • , 

. •. . 1 . j' . ' \. 

. • • ; .4 .. ' 

Notes and other receivables 


• 



34.0 

32.9 

. * .V>. • . • \ ,v. • ■’ 

. . i . . . ■ • . • • * • • 

.... ' • • . . - -• ’• 

• , a • a • ■ aa a aaa 

’ k • • + • a # to * •*’ * % * • • 

• •a a • a a • a • a 


•a 


% 

* • 

a , 

, 746.4 

889.1 

• a • ' *to • a a ia a a . ■»•*•• 

' ’ • \ ' ..••• • •' 

* .to k.l a • . 

a • a a a. -%• > a a a a ia 

n '• . • .• ,■ . 

.,•••• Less v.W , 

• • • • | • _ 

• 




•a a • to t 


• 1 ii a ’ a a to 

• •a • 1 • a a *»*a * • a 

to a k, ia • a a a a a aa a a to a a 

a* V ’ * , a * a a * "a • • ' • • " 

J • % ••'♦••• , 

P V* * • f ' • to a a a a a a 

Customer receivables sold to finance subsidiaries (less $30.2 and $52.1 withheld 

to 

to a * a a 

‘ * * . • * a'-* * 

... a . T a • a •• . . % 

to • * ^ . ,• + J ' •*, • • • • f . 

• •to to a 1 . # 

• to« % .. •#•• . • * *' '• * • * 

* " •' _ • * • *• * . M *. • • 

A - a to • ® 

v pending collection and settlement of discount) 

aa | a a 


" a- a a to 

272.0 

469.3 

» V •• • a » • a a a • • 

•1. to ...... a, • . a 

a** a »a •• • m a a 

•a* *• * to •.»••• 

• • • *••. • • • * a«to 

’ # . \ . : v : 

Customer receivables sold to a bank (less $7.9 withheld pending collection and 

. 

* to * a 

t • • : • • . : 

a • •• _ to • a ' a a .atoa 

•I ’• •. % . 

to ... ‘ * ' * '’‘a • a a V *. to a # - • 

. ^ • V IV \ ; •!" ' ^ I ‘I V ' a 

• • a • 

settlement of discount) 

* * • •• 

. 1 . 


• 

• • • * 

• 


114.2 

..to* § f * •* . * / 

-to.. ‘ r.-: 1/ • • .... * ' l ‘ ‘ 

” V • ’.V .. •• • . • .. • 

Allowance for doubtful accounts 





10.4 

, 12.8 

a • * ’ ' • 

a .. . * • • •' •• 

to.'*. • • , “ • • * * % | • 

• • * * • • * . * 

• • to .••••,* ato J 1 * a 

. *..•••• •• •: .. 

1 * * * to * * 

• 





282.4 

596.3 

• • * ,1 < ** ' * a a a 

a a • • • • 

"a* a * • * • • • | . • • . ' • - • , • • 

Accounts receivable, net 

^Va^aea*^* a aaa a k • 

**a * a P to . . a f a a a 

« \ 




$464.0 

$292.8 


Customer receivables arise under credit plans provided by the Company at all divisions except 
Contempo Casuals, which accepts only third party credit cards. 

The following is selected information on the Company’s credit operations: 


(Dollar amounts in millions) 


1986 


1985 


I98i 






Credit sales as a percent of eligible sales * 

Uncollectible account losses, net of recoveries, as a percent of credit sales 
Finance charge income , 


# . **l * * 

Finance charge income is treated as a reduction of selling, general, and administrative expenses. 

*%*..#.*. ***• •*. * ...*•• * * , . , • 

•*»• •••• fS*a« * • • • 

Merchandise inventories were $756.0 million at January 31, 1987 and $776.8 million at February 
1, 1986. In 1986, the LIFO adjustment to cost of sales was a credit of $1.9 million, compared , 
with credits of $6.4 million in 1985 and $17.2 million in 1984. If all inventories had been 
valued on the first-in, first-out (FIFO) basis, they would have been higher by $20.7 million at 
January 31, 1987, $26.5 million at February 1, 1986, and $31.6 million at February 2, 1985. 













iducted mainly in leased properties, which include retail stores, 
and other facilities. Leases are generally for periods of up to thirty 
for substantial periods, except for Contempo Casuals leases, which 
n years. Leases are generally at fixed rentals, except that certain 
rentals based on sales in excess of predetermined levels. 


expense 


(Tn miiiiotu) 


Minimum rent 
Rent based on sales 

n • • ' •••• • • * 

Total rent expense 


• • •%•••* • •• •• •%•••■ 

Future minimum lease payments are as follows: 


(In mill torn} 




V'. 


1987 

1988 ;V-?‘.■■:■■■: ‘ 

1989 :• .>A' :: • ■■■■:■ ■: " 

1990 

1991 

Thereafter 

• ' . •, • : 1 j •* • • • 

Total future minimum lease obligations 

Present value, including $5.5 current portion of capital lease obligations 


1986 

• % • 

1985 

.« 1984 

$59.8 

$59.5 

$54.7 

9.1 

> 9.6 

'>8.4 

9 

$68.9 

9 •• •« •• • 

• 

$69.1 

• • * % 1 

$63.1 

* • _ 

• • % 

% • • t| 

• *••• 

* , • t 

.>• : 

• ••••• • , 

• • 1 * • • 

• • • 0 m • 

'. Coital . 

• • • *'0 4 •• • ••• 

4 t . • • 

Operadnf 

* •• • 

leases 

leases 

• 4 

* • • • _ 

■ 

• < • • 

■ 4 * • • • • 

$ 16.3 

:$ 55.7 

* . 

16.2 

54.7 


16.1 

16.0 

15.8 

183.6 

$264.0 

$135.7 


54.7 

54.7 

53.8 
966.2 

$1,239.8 

$ 350.1 


Present value of operating leases is determined by discounting foture minimum rent 
commitments, less assumed executory and administrative costs, at rates that approximate 
Company’s financing costs at the Inception of the lease. 

Property and equipment at year end were as follows: 

(In mOliom) ipg6 

• • • • I , 

. O • . ‘ . . '. • ‘ ** 

< • • • 

land $ 56.4 

Buildings and improvements 292.4 

Leasehold improvements 1963 

Fixtures and equipment 580 5 

Construction in progress 372 

Leased property under capital leases, primarily buildings 199,4 


Less accumulated depreciation and amortization 
Owned property 

Leased property under capital leases 


Property and equipment, net 


1986 

,, 1985 

$ 56.4 

$ 63.1 

292.4 

292.4 

196.3 

182.3 

,580.5 

597.3 

37.2 

33.0 

199.4 

220.8 

1,362.2 

1,388.9 

% 

468.2 

430.1 

94.5 

103.3 

562.7 

533.4 

$ 799.5 

$ 855.5 
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Capital expenditures during the year were as follows: 


1 .*> 


*• 


i * ' • 


(In millioiu) 

1986 

New stores 

Store modernization 

Support facilities and equipment 

Total 

1985 

New stores 

Store modernization 

Support facilities and equipment 

Total 

1984 

New stores 
Store modernization 

Support facilities and equipment 

% •• • •• • • * • • 

Total 


Department 
star a 

Specialty 

stores 

Corporate 

Total 

$49.8 

24.6 

4.9 

$ 9.3 

6.8 

1.3 

• •• ► 

• % 

$10.4 

t * * • 1 . 

$ 59.1 
31.4 
16.6 

$793 

$17.4 

$10.4 

$107.1 

$61.3 

23.7 

6.9 

$16.3 

15.5 

1.5 

* 

• i • • • 

$ 2.2 

$ 77.6 
39.2 
10.6 

$91.9 

$33.3 

$ 2.2 

$127.4 

$35.2 

23.1 

5.7 

$12.7 

21.9 

6.3 

$ 2.4 

$47.9 

45.0 

14.4 

• * 4 

$64.0 


$ 2.4 

• • • • • 

> $107.3 


* . i ’ • •. • 


• , .' \ . 


v* 



Expenditures for new stores include acquisition costs ot land, buildings ana unpr 

Sted fixtures and equipment. Store modernisation <*penditures include renovaring «pnOnft 

and re-equipping existing stores. Support feciliries and equipment expenditures relate 

buildings, distribution centers, and other nonstore outlays. 


Long-Term Debt Long-term debt at year end was: 


(InmiUioru) 

•« • • •• • • • 

Senior debt 

6 V 2 - 8 V 4 percent Notes due 1988-2008 
9-9.95 percent Notes due 1988-2010 
ll-UVs percent Notes 

13.45 percent Note due 1999 (rate renegotiable in 1991) 

9Vs-9.45 percent Sinking Fund Debentures 
11% percent Sinking Fund Debentures 

Other 

. * • . . » # 

Notes maturing within one year at weighted average interest rate of 7.0 

4% percent Convertible Subordinated Debentures due 1987, convertible 

into common stock at $41.50 per share 

Long-term debt 


1986 

1985 

w 

$ 35.6 

$ 37.5 

28.6 

53.9 


250.0 

50.0 

50.0 

* * ' • 

75.0 


75.0 

3.1 

3.2 

1173 

544.6 

460.0 



$577.3 


_ TO 

$551.6 




20 











During December 1986, the Company initiated a program to retire all of its public 
long-term debt to facilitate its restructuring plan announced December 7, 1986, which requires 
the refinancing of substantially all such debt. The program resulted in the retirement of $250.0 
million of ll-llVs percent Notes and $150.0 million of 9 1 /8-ll% percent Sinking Fund Deben¬ 
tures at a net of tax cost of $29.3 million. Of the total debt retired, $153.8 million was 
accomplished by an in-substance defeasance transaction under which, on January 28, 1987, the 
Company created certain irrevocable trusts which acquired $167.4 million of Treasury Bills, for 
the sole purpose of satisfying its obligation for the payment of principal, accrued interest, and 
call premium on such debt during February and March 1987. Both the debt and Treasury Bills 
relating to this transaction were excluded from the Company’s January 31, 1987 Balance Sheet. 
Funds for the debt retirement program were obtained through short-term borrowings. 

• t 

• • > _ _ • _ • 

At January 31, 1987, the Company had outstanding $529.0 million of notes payable 
maturing within one year of which $460.0 million have been reclassified as long-term debt. The 
reclassification was made to reflect the Company’s intention to refinance these borrowings on a 
long-term basis either as part of its restructuring plan or under the long-term borrowing facility 
provided by the Credit Agreement. 

Principal maturities of long-term debt, payable over the next five years are $9.2 million, 
$3.1 million, $2.9 million, $3.1 million, and $3.3 million. Long-term debt at January 31, 1987, 
includes $110.0 million secured by property carried at $124.6 million. 

■ ••••••a • • a aa a a a* aa s • a a a • a a a a a a a 

a •••% a a a a a aa a * a ( , 

a a • a % , • • a a a 

The Company is a party to certain litigation relating to the restructuring and to the December 
1986 offer by Retail Partners to purchase shares of the Company’s common stock. In the 
opinion of management, the ultimate outcome of this litigation will not have a material adverse 
effect upon the Company. The Company is a defendant in other legal actions, the disposition 
of which, in the opinion of management, will not have a material adverse effect upon the 
Company’s financial position or results of operations. 

The Company and Credit Corp. share a Credit Agreement that provides $500.0 million of loan 
commitments under either or a combination of two credit facilities at variable rates of 

f * 

interest. Facility A provides for one-year revolving loan commitments, which may be extended, 
with the consent of the lender, for successive periods of 364 days. Facility B provides for 
three-year revolving loan commitments, which may be extended, with the consent of the lender, 
for successive periods of one year. Upon termination of the Facility B revolving loan com¬ 
mitments, any Facility B revolving loans then outstanding may be converted into a seven-year 
term loan. A commitment fee is payable on the unused portion. At January 31, 1987, $268.0 

million was borrowed under the Credit Agreement. 

• • • • 

The Company and Credit Corp. also share $173.0 million of unsecured lines of credit. 
Borrowings under these lines are at prime rates of interest or lower with a commitment fee 
payable on any unused portion. At January 31, 1987, $46.0 million was borrowed against the 

lines of credit. 









Carter 
Hawley Hale 
Finance 
Subsidiaries 




'•SSTcStSrSST aCC °T re ,c iVabIe thrOUgh itS -“"“Mated finance sub 

Finance N.V. (Finance N.V.). In addition to capital invested by the Company and accumula 

the . finance i subsidiaries finance the purchase of customer accounts receivable throu 

count, sufficient to cover their feed charges, principally interest expense, at S one and or 
W85^id $£1 “^1““ Were $8 - 5 mi lli°n in 1986, $14.1 million 

finance subsidiaries. In addition, during 1986, dividend payments of $44.3 million were mad, 
representing a return of other paid-in capital. During 1986 a plan to liquidate Finance N V 
mid Finance Corp. was put into effect. Pursuant to the plan, substantially all net assets of 
ese companies were distributed to the Company prior to January 31, 1987. The combined 


(In millions) 

Assets 

Customer accounts purchased from Carter 

10 percent withheld pending collection ar 
Cash and other assets 


Liabilities and Investment of Carter Hawley Hale Stores Inc. 

Accrued liabilities 

8.45 percent Notes due 1987-1997 - 

9.75 percent Notes 

11.75-12.00 percent Notes due 1987-1988 fy 

8.95 percent Subordinated Notes due 1987-1991 - 

Investment of Carter Hawley Hale Stores, Inc. (including $.3 and $53.9 of 
accumulated earnings) 


January 31, 

F«brum} 1, 

1987 

'.*> 1986 

$272.0 

$469.3 

.7 

_ .9 

$272.7 

$470.2 

$ 5.5 n 

$ 10.2 

21.1 

23.1 


50.0 

196.0 

238.0 

5.0 

6.0 

45.1 

142.9 

$272.7 

$470.2 


Employee 
Stock Option 
Plans 


The Company’s stock option plans provide that key employees may be granted options to 

™l f J” °»wr« «. b. -h» ,h= p,.« oTS 1 < 

from the date of grant. At January 31, 1987, options for 1,228,334 shares were outstanding • 
pnces from $1125 to $35,875 of which options for 657,462 shares were exercisable.' 

options issued in tandem with stock appreciation rights to cancel the stock appreciation right 
shies o^Sm^ock™ 5 ^ ** ° Pti ° nS ’ Which C ° V6r app ™tely 500,000 











The Company has several qualified noncontributory pension plans covering substantially all 
employees. Employees who have completed one year of employment, are at least 21 years of 
age, and are not covered by a collectively bargained pension plan, are covered by the plans and 
become vested for benefit purposes after completing ten years of employment with the 
Company. The Company has unfunded nonqualified pension plans covering certain employees. 
An analysis of pension expense for 1986 and the funded status of the plans based on the latest 
available actuarial information estimated as of December 31, 1986 is as follows: 


(In milliotu) 

Net periodic pension expense 
Service cost 

Interest cost on projected benefit obligation 
Actual return on assets 
Amortization and deferral 

Funded status of plans 

Accumulated benefit obligation 
Vested 
Nonvested 

Additional amounts relating to projected compensation increases 

Actuarial present value of projected benefit obligations 
Market value of plan assets 

Funded status 

. # • 

Unrecognized net obligation at initial date of application of FAS No. 87 
Unrecognized net loss 

Prepaid pension expense 

Significant actuarial assumptions 
Discount rate 
Beginning of year 
End of year 

Long-term rate of return on assets 
Projected rate of compensation increases 


% 1 

1986 


$ 6.7 

16.1 
(14.7) 
_ AA 

$ 12.5 


$(150.4) 

(24.4) 

(174.8) 

(27.9) 

(202.7) 

130.6 

(711) 

52.7 

24.9 

$ 5.5, 


10 . 0 % 

9.0 

11.0 

5.0 


Pension expense for 1985 and 1984, which were not restated, amounted to $12.7 mil¬ 
lion and $11.0 million and included an interest rate assumption of 9.0 percent. The Company’s 
contribution policy resulted in contributions exceeding the amounts expensed by $4.0 million in 
1985 and $10.7 million in 1984. The additional contributions were made shortly after the end 
of each fiscal year and are reflected in the net assets available for plan benefits of $136.9 million 
at February 1, 1986. The actuarial present value of accumulated benefit obligations was $165.9 
million at February 1, 1986 of which $143,5 million was vested. 
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Common 
Stock and 
Other 

Shareholders’ 

Equity 




In addition, the Company provides certain health care and life insurance benefits for 
retired employees. Substantially all of the Company’s employees may become eligible for those 
benefits if they reach normal retirement age while working for the Company. The cost of 
retiree health care and life insurance benefits is recognized as expense as claims are paid and 

was $3.0 million in 1986, $2.2 million in 1985, and $1.9 million in 1984. 

A contributory Profit Sharing Plan is available to substantially all employees who have 
completed one year of service. The Company encourages employees to participate by allocating 
3.0 percent of the Company’s pretax earnings, as defined, to employees who participate in the 
Plan. Employee and Company contributions are used to buy shares of the Company’s common 
stock at prevailing market prices. At January 31, 1987, the Plan held 5.7 million shares, repre- 
senting 28 percent of the Company’s common stock outstanding. The Company’s contribution 

to the Plan was $4.3 million in 1986, $2.2 million in 1985, and $1.4 million in 1984. 

The Company has a noncontributory, payroll-based, employee stock ownership benefit 
plan (ESOB Plan) covering substantially all employees eligible under the retirement and profit 
sharing plans. The Company’s contribution was $2.8 million in 1986, $2.7 million in 1985, and 
$2.3 million in 1984 and is equal to .5% of the payroll of eligible employees. The Company 
receives a direct income tax credit for the amount of its contribution. As a result of federal 
tax law changes the ESOB Plan was terminated subsequent to year end. All asset'i of the plan 

will be distributed to eligible employees during 1987. \( 

•il 

In April 1984, the Company sold one million shares of a new series of Cumulative Preferred 
Stock, $5 par value, to General Cinema Corporation for an aggregate purchase price 
of $300.0 million. The preferred stock provides for a 10 percent cumulative annual dividend 
and entitles the holder to 11.11 votes for each share held. The preferred stock is currently 
convertible at the holder’s option into 12,227,407 shares of common stock of the Company at a 
rate determined by dividing the redemption value by the conversion price, as defined. The 
current conversion price of $24,535 is subject to change upon issuance or sale of common stock 
at less than the market value or the current conversion price. At January 31, 1987, the market 

price of the common stock was $52.00. - 

The preferred stock has a $300 per share redemption value and is redeemable, at the 
Company’s option, in whole or in part, beginning April 15, 1989 with a premium decreasing 
from five to one percent of the redemption value payable on each redemption during the 
period April 15, 1989 through April 14, 1994. The Company is required on an annual basis, 
commencing in April 1990, to redeem 20 percent of the preferred stock then outstanding. 

At January 31, 1987, five million shares of preferred stock have been authorized. 

At January 31, 1987, authorized common stock consisted of 60 million shares, $5 par value, of 
which 12,383,142 shares have been reserved for issuance upon conversion of outstanding 
convertible securities, 2,181,747 shares have been reserved under the employee stock option 
plans, 1,980,870 shares have been reserved for purchase by the Profit Sharing Plan, and 
1,016,970 shares have been reserved for issuance under the Dividend Reinvestment 
and Stock Purchase Plan. 

The Dividend Reinvestment and Stock Purchase Plan allows holders of common stock 
to elect to have their quarterly dividends reinvested in shares of the Company’s common stock. 
The Plan also enables participants to make direct cash purchases of common stock at the 
market price. At January 31, 1987, 1,845 common shareholders representing 3,160,789 total 
shares were participating in the Plan. 

The Credit Agreement contains a restrictive covenant on the amount of accumulated 
earnings that may be distributed in dividends. At January 31, 1987, no amount of accumulated 
earnings was restricted from the payment of dividends. 
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Carter Hawley Hale Stores, Inc. 

Company and Independent Accountant Reports 


Company 
Report on 
Responsibility 
for Financial 
Statements 


Report of 

Independent 

Accountants 


The Integrity and objectivity of the financial statements, including estimates and judgments 
inherent in the preparation of financial information and the selection of appropriate 
accounting principles, are the responsibilities of the Company, as is all other information 
included in this Annual Report. 

The Company maintains a system of internal accounting controls, supported by 
documentation, to provide reasonable assurance that assets are safeguarded and that the books 
and records reflect the authorized transactions of the Company. Limitations exist in any system 
of internal accounting controls based upon the recognition that the cost of the system should 
not exceed the benefits derived. The Company believes its system of internal accounting con¬ 
trols, augmented by its internal auditing function, appropriately balances the cost/benefit 
relationship. The system provides for the prevention or detection of material errors and has 
been implemented and supported by written policies and guidelines, the internal audit function, 
a division of responsibility in organizational arrangements, and the selection and training of 
qualified personnel. 

The financial statements have been examined by our independent accountants in accord¬ 
ance with generally accepted auditing standards in order that they might render their independ¬ 
ent professional opinion, which Is presented below. To express their opinion, independent 
accountants develop and maintain an understanding of the accounting and financial systems and 
controls, conduct tests, and employ such related audit procedures as they consider necessary. 

The Audit Committee of the Board of Directors, composed solely of outside directors, 
meets periodically with the independent accountants, management, and Internal auditors to dis¬ 
cuss accounting principles, financial and accounting controls, the scope of the annual audit, 
internal audit, and other matters. Management’s selection of independent accountants is 
reviewed by this committee and the independent accountants and the internal auditors have 
complete access to it, without management present, to discuss results of their audit and their 
opinions on adequacy of internal controls, quality of financial reporting, and any other matters 
of interest. 


Price Waterhouse 

To the Directors and Shareholders of 
Carter Hawley Hale Stores, Inc. 


400 South Hope Street 
Los Angeles, California 
March 27, 1987 


In our opinion, the accompanying consolidated balance sheet and related consolidated statements 
of earnings, changes in financial position and nonredeemable preferred stock, common stock, 
and other shareholders’ equity present fairly the financial position of Carter Hawley Hale Stores, 
Inc. and its consolidated subsidiaries at January 31, 1987 and Febmary 1, 1986, and the results 
of their operations and the changes in their financial position for each of the three fiscal years 
in the period ended January 31, 1987, in conformity with generally accepted accounting prin¬ 
ciples consistently applied during the period except for the change, with which we concur, in 
the method of accounting for costs incurred in the development of computer software for inter¬ 
nal use as described in the Changes in Accounting Policies section of the Summary of Signifi¬ 
cant Accounting Policies. Our examinations of these statements were made in accordance with 
generally accepted auditing standards and accordingly included such tests of the accounting 
records and such other auditing procedures as we considered necessary in the circumstances. 










* 


L. r 4 


« 


- 

♦ 


'l 

t. 


* * « 


1 

1 


Carter 



Quarterly Information 


. . i 


r 

l, 


I 




> 

i 


I 

i 


millions, excel* per share data) 





I 

i 


# 

i 


1986 

Sales 


* 

! 


1 


.i. • 

4 s . \\ 


I 

l 




I 


Cost of goods sold, Including occupancy and 
Selling, general, and administrative expenses 
Interest expense and discount, net 
Pretax earnings before nonoperating items 
Nonoperating items 

S Pretax earnings • : 

J; Income taxes ; , , 

Net earnings before extraordinary item and 

; ' cumulative effect of change in accounting 

Extraordinary item : . 

> Cumulative effect of change in accounting 

••• . •••*••••» »« • j % V • • • 


$ 866.8 

606.3 

204.7 

31.5 

24.3 



24.3 


9,8 


14.5 


Net earnings 



l .J ,V' 

1 : 

• ' <•» M 


T 

# 


t" 


I 


m - • 

r. \ 


i ■ 

i 


Primary earnings per common share* 

: Net earnings before extraordinary 

item and restatement for cumulative 

M? effect of change in accounting 

• . • • — • . . • • ••••• • i '. 

-Extraordinary Item 

1 Pi muilative effect of change in account 


$ .35 





♦ 

i 


* i 


Net earnings 

i9a5v;-^; ■ iX*',--’ 

Sales , 

Cost of goods sold, including occupancy and 

Selling, general, and administrative expenses 
Interest expense and discount, net 
Pretax earnings before nonoperating item 
Nonoperating item 
Pretax earnings 

Income taxes 


$ (.35) 


✓ r 


. / 


$851.8: 

603.8 

198.0 

30.7 

19.3 


19.3 

7.7 


earnings 


$ 11.6 


I 


Primary earnings per common share 


$ .21 


i •’ 


Aown m the effect of the calculation is anti-dilutive. 
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Market Price Ranges of Common Stock (Unaudited) 




First 

quarter 


Second 

quarter 


$890.8 

633.0 

208.5 

30.0 

19.3 


19.3 

7.7 


11.6 


$ 11.6 


$ .20 



$858.7 

615.6 

198.1 

32.1 

12.9 


12.9 

5.2 



Second 

quarter 


Third 

quarter 


Fourth 

quarter 


Year 


$989.6 

688.5 

241.8 

28.7 

30.6 


30.6 


14.2, 




$1,342.6 

970.4 

277.4 
28.8 
66.0 
(27.2) 
38.8 
33.7 


> - 




$4,089.8 

2,898.2 

932.4 

119.0 

140.2 

(27.2) 

113.0 

65.4 


16.4 


5.1 

(29.3) 


$ 16.4 $ (24.2) 



$ .44 



$ (. 12 ) 

(1.46) 


$ (1.58) 



O 


$950.3 

665.1 

235.7 

33.1 

16.4 


16.4 

6.6 


$1,317.1 

966.1 

291.7 

35.3 

24.0 

(2.5) 

21.5 


2.6 


$ 9.8 $ 18.9 


$ .12 $ .58 



Third 

quarter 


Fourth 

quarter 


Year 


v" $34%-29 $38-29 3 /s $39-33% 

1986 $2814-25 $30%-27% $29%-24'A 

1985 $32-18% $31‘A-19 $23 5 A-19% 


$55-39% 
$35%-26% 
$27'22% 


$55-29 

$35%-24 l A 


$3248% 
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Carter Hawley Hale Stores. Inc. 


Square 


t ^ • 


> • 


, • • t v • 

Department 

Stores 


• • • 
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. - • i • ’• •/ 
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Specialty 

Stores 


\£> 


Information as of year end, • 

Grow store space in thousands of square feet. - 

% • • g % • 

The Broadway-Southern California 
Number 

Store space 

4 

The Broadway-Southwest 
Number , 

Store space 

• • j • 

• _ • • • • 

• *• *•%•* • ••■•a 

Emporium Capwell 
Number 
Store space 

Thalhimers 
Number 
Store space 

% « •• * . • 

• * * • 

; Weinstock's ■*’* 

Number 

• • M ••• * • I • • • • • 

Store space 

• ••• • t 

Total Department Stores 

Number , 

Store space 

• •••••••••■ •• • ■ • • • • 

• . • % 

4 . • • • • • ■* • 

Bergdorf Goodman 

Number 

Store space ; . 

• •• • • •••• • 

* • _ • 0 

• • • • • • • 

Contempo Oastuils 
Number 

Store space 

# • • • • 

••• ••• • . # 

• • • 

Neiman'Marcuj 
Number 
Store space 

•• ' t •* * • • • 

• • % a • • 

Total Specialty Stores 

Number 

Store space 

• • • • 

Total Operations 

• • • 

Number : 

Store space 




1986 

1985 

1984 

1983 

1982 

43 

7,459 

41 

7,101 

40 

6,971 

40 

6,971 

#■'>. 40 ■ 

6,971 

• %• . 

13 

2,012 ... 

• • « V 

J ( t , 

12 

1,877 

10 

1,609 

/ 

< * • % 

# 

10 

1,609 

/ ■ • 

10 

1,609 

i • • • . i i i 

22 

5,268 

22 

5,246 

22 

5,246 

5,065 

-r-" ; 20.-': V 

4,934 

24 

2,637 ' 

25 

2,588 

25 

2,445 

* %, • 

26 

:/ 2,507 

■ 25 

2,373 

* ' • t «^ • 

» . * r 
• • * ' k ■ , • 

12 

1,935 

12 

1,935 

12 

1,935 

* 1 , • 

12 

1,935 

• • » . • • 

• • % • • • 

• • ill' • 

• • • • 

1* it ' 

• • i VI • 

- • f * ' • 

* - . ' . * • ' . * 

V--,: 12 ;; 

; 1,935 


114 112 

19,311 18,747 


1 

250 


165 

679 


22 

3,230 


188 

4,159 


302 268 236 209 

23 »470 22 >773 21,991 21,604 


109 

18,206 


V.-- .. 

i ■ • • • * • i i * 

109 107 

18,087 17,822 


. .. ■ V 


1 

250 


1 

250 


1 

250 


133 

546 


105 

429 


79 

323 


22 

3,230 


21 20 
3,106 2,944 


156 

4,026 


127 

3,785 


100 

3,517 


1 

250 


66 

274 


18 

2,622 


85 

3,146 


192 

20,968 


r 

r.l 

•1 i 


» 

/! ; 
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Carter Hawley 


Summary 


* *; r: 


(1) 

( 2 ) 
m 


(i) 

(Si 


r (DoUaramounu In thousands, ecoej* perjure data) 1986 

For the Year 

Sales p , $4,089,794 $3,977,913 $3, 

Percent increase from prior year 2 8 6 8 

Cost of goods sold, including occupancy and buying costs 2,898,213 2 850 599 2 

Selling, general, and administrative expenses 932,361 923 504 

Interest expense and discount, net 119 005 131235 

Earnings from continuing operations before 

nonoperating items and income taxes 140 215 72 575 

Nonoperating items 1 ' 1 (27^200) ( 2 ) 450 ) 

Earnings from continuing operations before income 

t t “ es * 113,015 70,125 

Income taxes ^ 65,400 22,100 

earnings trom continuing operations 47,615 48 025 

; • : Percent increase (decrease) from prior year (. 9 ) 110 

Discontinued operations, net of income taxes (4) 

Extraordinary item and change in accounting^ (43 40 

r “iTS 85 , 4 ’ 214 4 8,025 

• .Clash dividends. 54255 53 638 

; ; Property and equipment expenditures 107*121 127 384 

Per Common Share ’ 

n°°u va ! ue , $ 16.18 $ 18.37 $ 

nook value assuming conversion of preferred 19.34 20 74 

Primary earnings from continuing operations 37 92 

Fully diluted earnings from continuing operations * * 

Cash dividends 1.22 1.22 

At Year End - — 

Accounts receivable, net (including accounts sold) $ 735,909 $ 876 300 $ £ 

Merchandise inventories 755,971 776,831 < 

Owned property and equipment, net 694,629 737 966 6 

Leased property under capital leases, net 104,886 117 528 1 

Total assets 2,16l)876 2,234767 1,S 

Long-term debt 577,284 55 l , 613 3 

Capital lease obligations 130,236 145,940 j 

Redeemable preferred stock 300i000 300 , 000 3 

Nonredeemable preferred stock, common stock, 

and ether shareholders* equity 324,207 359 354 3 

Common shares outstanding (in thousands) 20,043 19 559 

Common shareholders 9,951 12205 

Employees , v .. 46,000 56^000 

) Fifcyjhru sveeks. : 

\ Reflect, change to LIFO valuation of specialty store inventories. 

1 Z d of (25.0 million in 1986, 1 on of Holt tUnfw of 

$ ion in 1985 tender offer casts of $7.1 million in 1984, gains on sale 0 /joint venture interests of $12.8 million in 1983 and $3.8 million in 1932, and gait 

on retirement, of debentures of $4.2 million in 1983, $8.0 million in 1982, $10.5 million in 1981, $3.1 million in 1980, and $1.8 million in 1979. 

I Indudis frtfn on sale ofWaldenbooks of $63.0 million, net of income taxes, in 1984 

' '£m ZX&Vl 0/ - 0/ - d “- * — •" —i * «*-» —*««• 

Fulij diluted earnings per common ihare are not ihoum as the effect of the calculation it anri-dilurive 


1986 

1985 

I98j l ) 

♦. 

e 

$4,089,794 

$3,977,913 

$3,724,294 

•* 

• 

• ^ 

ft 

•9 

* 

< 

9 

* 

Y_ 

2.8 

6.8 

20.1 

■» 

4 

J 

4 

* 

t 

2,898,213 

2,850,599 

2,702,055 

A 

\ 

• 

A 

932,361 

923,504 

862,272 

*4 

V 

• 1 

119,005 

131,235 

117,237 

4 

;j 

• 4 e 

9 

l 

140,215 

72,575 

42,730 

% 

. K 

%• 

! 

, t 

ft v 

V 

• 

I 

ii 

(27,200) 

(2,450) 

• 

- (7,100) 

_ # % _ 

113,015 

70,125 

35,630 

• 

• • • » 

65,400 

22,100 

8,500 

? 

i 

f 

47,615 

48,025 

27,130 

ft » 

' . f 

* 

4 

(.9) 

77.0 

(51.0) 

62,540 

t 

• 

1 

J 

(43,401) 


■ ‘ ■ ■ f 

4,214 

48,025 

89,670 

. ! 

i 

i 

: t 

r 

V 

54,255 

53,638 

50,129 

107,121 

127,384 

107,284 

r 

r 

\ 

■ ■ f 

4 

$ 16.18 

$ 18.37 

• * * , % 

$ 18.26 

ft 

) 

l 

» 

J 

\ 

19.34 

20.74 

20.71 

l 

•I 

% 

.87 

.92 


i 

. • • V 

. .. .1 

■ -i 

• 

% 

j 


. : *•" 


1.22 

1.22 

1.22 

$ 735,909 

% • • 

$ 876,300 

* 

$ 894,274 

i 

I 

V 

.# 

r 

755,971 

776,831 

717,300 

f 

t 

9 

694,629 

737,966 

699,295 

9 

4 

% 

V 

t 
. / 

104,886 

117,528 

124,274 

V 

2,161,876 

2,234,767 

1,947,206 

• 

& 

4 

577,284 

551,613 

396,654 

1 

130,236 

145,940 

152,006 

300,000 

300,000 

300,000 

) 

t 

324,207 

359,354 

• 1 

348,166 

• • 

i 

,' 

20,043 

19,559 

19,067 

»; • 

• 

h 

9 

4 

9,951 

12,205 

10,692 

V 

. f *. 

46,000 

56,000 * 

56,000 

v 
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1983 


1982 


198l l2 > 


1980 


ft 

§ 

% 

1 

i 


* . . . • • 


; il 


• • % 


* ' • 
•' * i • * • ' 


• ••# # * • • • • • • 
• • • V .• • V • ' 


' r \-:‘ * • 


• • • 

* i • ) 


' iV ' ’ 


•• • -r 


$3,101,682 

19.7 

2,240,404 

706,368 

92,345 

62,565 

17,020 

• • • • 

• • • * • ••• 

79,585 

.24,200 

55,385 

36.7 

12,100 

67,485 * 
43,454, 
90,100 : 


$21.27 

21.44 

1.57 

1.56 

1.22 

$ 825,254 
579,944 
664,397 
131,169 
1,961,694 
358,268 
158,075 


• • • . 
. - 


783,533 

35,341 

13,182 

52,000 


$2,590,650 

4.2 

1,851,566 

599,493 

V 99,237 

% * 

40,354 

11,806 

52,160 

11,650 

40,510 

3.0 

8,515 

49,025 

39,450 

129,469 


$20.58 

20.84 

1.27 

1.27 

1.22 


$ 782,387 
485,370 
652,042 
138,377 
1,826,314 
415,366 
164,376 


692,972 

31,890 

13,288 

49,000 


$2,485,697 

7.4 

1,755,831 

593,321 

91,412 

" . • ti .• 

-I-/;. 

45,133 

10,542 

55,675 

16,350 

39,325 

( 21 . 2 ) 

5,437 

44,762 

36,262 

114,987 


$20.97 

21.25 

1.35 

1.33 

1.22 


$ 734,853 
439,227 
615,813 
148,842 
1,686,150 
404,438 
174,677 


647,039 

28,920 

12,864 

49,000 


$2,313,960 

7.9 

1,611,802 

556,355 

72,348 

• ^ ; 

73,455 

3,076 

76,531 

26,600 

49,931 

(21.4) 

7,410 

57,341 

33,616 

155,493 


$20.69 

21.23 

1.79 

1.72 

1.16 


5 647,644 
376,387 
565,218 
156,724 
1,611,548 
403,317 
181,733 


620,217 

26,540 

12,870 

48,000 


1979 

I97S ,,) 

1977 

* • i • « • 

$2,145,410 
13.6 
1,488,450 
c 491,530 
59,158 

$1,888,714 

29.1 

1,318,585 

419,314 

47,424 

$1,462,631 

10.0 

1,016,860 

321,291 

36,738 

106,272 

1,820 

103,391 

t • . 

• * • 9 

87,742 

• v 

108,092 
44,600 
63,492 
: 12.4 
5,570 

103,391 

46,900 

56,491 

15.9 

6,780 

87.742 
39,000 

48.742 
21.0 

4,950 

• • / ■ 

69,062 

31,073 

131,438 

i •• • 

63,271 

27,289 

105,910 

\ • • • • 

• •• ■ • . | ■ , i •. • 

53,692 

24,552 

97,429 

$19.76 

20.52 

2.42 

2.25 

1.10 

V $18.25 
19.25 

2.21 

2.06 

1.00 

$16.74- 

17.96 

1.93 

1.81 

.95 

/ 

$ 594,742 
344,553 
462,590 
166,494 
1,454,207 
304,360 
190,291 

$ 497,368 
309,332 
424,768 
182,296 
1,379,014 
304,885 
204,744 

* • • i 

$ 384,230 
234,416 
, 331,558 
184,815 
1,164,278 
218,218 
200,733 


580,783 

25,192 

13,611 

50,000 


528,161 

24,148 

14,218 

51,000 


481,170 

23,470 

14,350 

39,000 
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Carter Hawley Hale Stores, In c. 
Directors 


Robert O. Anderson, Chairman and President of Hondo Oil & Gas Company. Director since 1975 .( 4 ) 

Norman forker jr., Former Chairman of the Board of First Interstate Bank of California and Vice Chairman of 

rirst Interstate Bancorp. Director since 1970.0.2.3.4) " ,ndn 01 

Benjamin F. Biaggini, Chairman Retired of Southern. Pacific Company. Director since 1983^ 

™" ^ ISZ: ““ c " p “* a ° n "* pH " clp * 1 n ‘ Fi » ■>». 

™ d ° "ot.™"'' Prald ™ “> C “ Op“a« OISc, of,Qm, H.wl.y H* S» ra . too. Dtan, 

' . . * • • . 1 / • • 

Edward W. Carter, Chairman of the Board Em*»Htnc _ur.t. c-. ▼ .... 


of Carter 




Chairman 


Frankenheim, Senior Vice President, General Counsel, and a member of the Office of the Chairman 
General Cinema Corporation. Director since 1984.W 

B. Gerken, Chairman of the Board of Pacific Mutual T if* TncnMnn. _ .. 


Chairman 


/r 


Philip M g H^Chalrman of the Board and Chief Executive Officer of Carter Hawley Hale Stores, Inc. D 

• ,*«•••*• , • i • • • • •• • 

V Hayne8 ’ Seni0r Coun5el °f to the Bechtel Group, Inc. Director since 1977.«M» 

1 AtW °^,l V "' V r e C1 -‘™“.Chief Financial Officer, and a member of the Office of the Chairman of Gen, 
V\ Cinema Corporation. Director since 1984 . 0 . 2 ) 

• • • • 

, * ; • • •. , . • • , »•• ••• •••• * . . 

.Herbert W. Jarvis, Professor at Rochester Polytechnic Institute. Director since 1984.(3) 

Donn B. Miller, Partner in the Los Angeles-based law firm of O’Melveny &. Myers. Director since 1974.(0 

“ *• 0 " d "* siho °' ° f •— 

Jean Head Sisco, Partner in Sisco Associates, Management Consultants. Director since 1977.(2.5) 

Ricliard A. Smith Chairman of the Board, Chief Executive Officer, and a member of the Office of the Chaim 

of General Cinema Corporation. Director since 1984.0) 

Robert J Tarr, Jr, President, Chief Operating Officer, and a member of the Office of the Chairman of Genen 

Cinema Corporation. Director since 1984.(3) uenen 

Wllliam Halkv m e V. r " Cf f rm ^, 0f * e Board ° f Thalhlmer Brothers, Incorporated, a subsidiary of Carter 

Hawley Hale Stores, Inc. Director since 1978.0.5) y Ul wncr 

Hugo Uyterhoeven, Timken Professor of Business Administration and Senior Associate Dean at the Graduate 

School of Business Administration, Harvard University nir^rfnr cln/^o 10Qd 


W Executive Ommitte. (2) Audit Committee ( 3 ) Compemorion Commit*. (4) Nominating Committee 


(5) Public Policy Committee 







Carter Hawley Hale Stores, Inc. 

Corporate Officers and Division Management 



Corporate 

Officers 



i 


p • 

• % 



»• • 


% • 






* . • 


Philip M. Hawley, Chairman of the Board" 
and Chief Executive Officer 

Waldo H. Burnside, President and 
Chief Operating Officer 

Loyd E. Ellis, Executive Vice President 

. • 

John M. Gailys, Executive Vice President 
and Chief Financial Officer 

J. Hart Lyon, Executive Vice President 

Paul E. Chevalier, Senior Vice President 

Edwin J. Holman, Senior Vice President 

• % • • • 

Edward S. Waterbury, Senior Vice President 

* * % * • 

Thomas E. Brown, Vice President 

% * • • 

• * i ■ • 

D. Clair Brumbaugh, Vice President 

• 0 • • • 

E. J. Caldecott, Vice President 

* • • • % 

Arthur G. Coons, Vice President 


Theodore J. Cotti, Vice President 
Brian L. Fleming, Vice President 
Robert J. Gilmartin, Vice President 
Serena S. Kokjer, Vice President 
Harry Levitt, Vice President 
J. Scott Meyer, Vice President 
Charles E. Murphy, Vice President 
Larry G. Petersen, Vice President 

E. Harlin Smith, Vice President 

* • • • 

Dale G. Thune, Vice President 

• • 

Walter W. Tuthill, Vice President 

Edward A. Wolfe, Vice President 

John F. Busey, Treasurer 

James L. Vandeberg, Secretary and 
Corporate Counsel 


Division Department Stores 

Management 

The Broadway-Southern California 
H. Michael Hecht, Chairman 
Richard F. Clayton, President 

The Broadway-Southwest 
Robert B, Mang, President 

Emporium Capwell 

David H. Folkman, President 

Jack L. Richardson, Chairman 

TTialhimers 

Stewart M. Kasen, President 
William B. Thalhimer, Jr., Chairman 

Weinstock’s 

Cheryl Nido Turpin, Chairman 
Michael C. Weisberg, President 


Specialty Stores 

Bergdorf Goodman 
Ira Nelmark, Chairman 
Dawn Mello, President 
Stephen C. Elkin, Vice Chairman 

Con tempo Casuals 
Eve A. Rich, Chairman 

Bernard Zeichner, President 

• • 

Neiman-Marcits 

Richard C. Marcus, Chairman 

David L. Dworkin, President 

Support Divisions 

Information Services 
R. Vincent Conant, Chairman 
Robert M. Menar, President 


Market Services 

Gregory C. Crews, President 
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Carter Hawley Hale Stores, Inc. 
Shareholder Information 


Executive 

Offices 


550 South Flower Street, Los Angeles, California 90071, Telephone: (213) 620-0150 




Common 

Stock 


Symbol: CHH, New York Stock Exchange, Pacific Stock Exchange, London Stock Exchange 


4 .. '"'if 


Transfer Agent 
and Registrar 


Security Pacific National Bank, Corporate Servic 
Terminal Annex, Los Angeles. California 90060 


Independent 

Accountants 


Price Waterhouse 


General 

Counsel 


O’Melveny &. Myers, Los Angeles 


4 H 




Form 10-K 


A copy of the Company’s Annual Report on Form 10-K filed with the Securities and Exchange 
Commission Is available upon request to: The Secretary, Carter Hawley Hale Stores, Inc., 

550 South Flower Street, Los Angeles, California 90071. 
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